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The statements and data in this report are for The Cincinnati 
and Suburban Bell Telephone Company, including a wholly- 
owned subsidiary—Citizens Telephone Company. 


The Annual Meeting of the Shareholders 
will be held at 12 Noon on March 16, 1964, 
at the Company’s Headquarters Building, 
225 East Fourth Street, Cincinnati, Ohio. 
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Report in Brief 


TELEPHONES in service increased by 20,342 to a 
total of 639,904 on December 31. 

CALLS placed by our customers amounted to well 
over a billion. Of these over 24.6 million were long 
distance calls. 

EXPENDITURES FOR NEW PLANT to meet the 
requirements for expanded and improved commu¬ 
nication services amounted to $18.4 million. This 
expenditure not only improved the service to our 
customers but also added materially to the economy 
of the area. The investment per telephone increased 
from $311 to $324 during 1963. 

TAXES paid directly by the company, to all branches 
of government, amounted to $13.5 million (see note 
page 27). In addition, the Federal excise tax paid 
by our customers amounted to $6.4 million bringing 
total taxes to an average of $2.64 per telephone per 
month. 

WAGES and related costs amounted to $28.8 mil¬ 
lion, an increase of $.8 million over 1962. 

EARNINGS per share outstanding increased to $5.90 
compared with $5.77 the previous year. 

DIVIDENDS of $4.50 per share were paid, making 
1963 the 85th consecutive year in which the com¬ 
pany paid dividends. 
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Financial Facts 

TWO YEAR SUMMARY 



1963 

1962 

Operating Revenues. 

$ 62,828,000 

$ 59,844,000 

Operating Expenses . 

$ 38,396,000 

$ 36,717,000 

Operating Taxes 

(see note page 27). 

$ 13,511,000 

$ 12,634,000 

Earnings Available for 

Interest and Dividends. 

$ 10,513,000 

$ 10,009,000 

Interest Charges . 

$ 2,187,000 

$ 1,973,000 

Net Income Available 

for Dividends and for 

Earnings Retained . 

$ 8,326,000 

$ 8,036,000 

Average Shares. 

1,411,908 

1,393,942 

Earnings per Average Share. 

$5.90 

$5.77 

Dividends Paid per Share. 

$4.50 

$4.50 
















1963 Annual Report of the Directors 


TO THE SHARE OWNERS: 

Once again it is our pleasure to report to you an in¬ 
crease in the demand for communication services. During 
1963 we experienced a net gain of 20,342 telephones or 
3.3%. While telephones are the main indicator of growth 
in our industry, such other services as long distance, spe¬ 
cial services for business customers, extensions, color 
phones, etc. also showed healthy gains. The combined 
growth in all services produced an increase of $3.0 million 
or 5.0% in operating revenues. 

To meet the requirements for improved and expanded 
communication services, additional investment of $18.4 
million in new equipment was made. Expenditures of this 
magnitude were obviously of benefit to our customers in 
new and improved services. They likewise helped the econ¬ 
omy of the area by generating wages, tax revenues, profits 
and jobs, both inside and outside the telephone company. 

Depreciation on the larger plant investment, and in¬ 
creased wage rates, increased our total operating expenses 
for the year by $1.7 million or 4.6%. We continued our 
emphasis on greater operating efficiency without impairing 
the quality of our service. That we have made steady prog¬ 
ress in improving efficiency is best demonstrated by the 
fact that we have not had an increase in telephone rates 
since 1953. We feel this is a notable achievement in view 
of the steady increase in the cost-of-living during the past 
decade. The new, more efficient equipment developed by 
Bell Telephone Laboratories and manufactured by the 
Western Electric Co. has been a major factor in these 
efforts. 

We are pleased to report that even in the face of mount¬ 
ing expenses we were able to show an increase in net in¬ 
come. Earnings per share rose from $5.77 in 1962 to $5.90 
with a larger average number of shares outstanding during 
1963. The rate of earnings on investment continued at 
about the same level as in 1962. The regular dividend of 
$4.50 was paid during the year, thereby marking the 85th 
consecutive year in which the company has paid dividends. 
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In our report to you last year, reference was made to 
the investment credit authorized by the Revenue Act of 
1962. The credit is equal to 3% of our investment in cer¬ 
tain telephone plant placed in service after December 31, 
1961. 

On July 31, 1963, the Federal Communications Com¬ 
mission ruled that the investment credit should be ac¬ 
counted for as a reduction in income taxes and increase 
income in the year that the plant is constructed. We joined 
the industry in filing a petition with the F.C.C. for recon¬ 
sideration of its decision. In our opinion, the investment 
credit should not reduce the provision for Federal taxes on 
income and increase income in the year when the new 
plant giving rise to the credit is placed in service but 
should be accounted for in a manner that will spread the 
benefit over the life of such plant. Pending reconsideration 
by the F.C.C. of its original decision, we have been per¬ 
mitted by that body to continue to use temporary ac¬ 
counting which leaves net income unaffected. 


Service 

During 1963, well over a billion local and long distance 
telephone calls were handled, an increase of 4.2% over 
1962. The number of long distance calls rose to 24.6 mil¬ 
lion, an increase of 5.7%. Thirteen million of the latter 
were dialed directly by our customers. 

On October 14, Centrex service was placed in service 
for the Headquarters, Ivorydale, and Winton Hills Tech¬ 
nical Center of the Procter and Gamble Company. Cen¬ 
trex is a further improvement of telephone service for 
large customers. It allows incoming calls to be dialed di¬ 
rectly to all telephones of the private branch exchange 
(PBX) without the services of an operator. 

We were successful in providing an integrated Police- 
Fire alerting system for the city of Covington, Kentucky. 
This system uses telephone boxes strategically located 
throughout the city for emergency calling. It greatly facili¬ 
tates determining the type and location of the emergency 
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A citizen and police officer of the City of Covington demon¬ 
strate the use of that city’s modern, efficient emergency 
reporting system. 

and the proper personnel and equipment to dispatch. It 
also has a built-in deterrent to the placing of false alarms 
since all calls are automatically recorded. 

A number of high-rise apartment buildings were in 
various stages of completion during the year. In co-opera¬ 
tion with their designers and builders, we have found it 
desirable to “pre-wire” these buildings. Using this pro¬ 
cedure, we run sufficient wire and cable throughout the 
building—and each apartment—to care for present and all 
foreseeable future communication requirements. This must 
be done with the utmost care and planning in order to 
meet the needs and desires of a broad cross-section of 
customers. 

Since the establishment of the telephone industry, it has 
been standard practice to furnish a pair of wires to the 
customer’s property on a case-by-case basis as orders are 
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received. This means that when an order for a telephone 
is placed, a search of our cable records is made for a 
vacant pair of wires between our central office and the 
customer’s premises. This gives considerable flexibility to 
the use of underground and aerial cable pairs in each 
section of cable. It also entails considerable administrative 
cost. 

Careful studies have determined that continued use of 
this system in the face of ever-growing cable plant and its 
inherent complexity will lead to ever-increasing expense 
of operation. A new concept—Dedicated Outside Plant— 
has therefore been developed. Under this system, a par¬ 
ticular pair of wires will be dedicated to serving a particu¬ 
lar residence or small business location. 

Conversion to the dedicated outside plant will require 
a period of approximately five years. This will aid in in¬ 
stalling telephone service more quickly while reducing 
administration and installation expense. 

To furnish telephone service which faithfully repro¬ 
duces the human voice has long been a fundamental ob¬ 
jective of our business. The speech the listener hears must 
be of sufficient volume and clarity to be readily understood 
while the speaker should be able to talk in natural tones 
in an effortless manner. Our continuing program to im¬ 
prove transmission was again implemented in 1963 by the 
additional investment of large sums for equipment. 

Since the first telephone call we have worked constantly 
for better transmission of the human voice on local calls 
and those over vast distances of land and ocean, and more 
recently through space. This is a never ending challenge 
to telephone people. 

The accelerated growth of data services in recent years 
has placed further emphasis on our transmission improve¬ 
ment program. Data services are used by our business 
customers to send printed or business machine informa¬ 
tion over telephone lines. Data services require that signals 
be transmitted without distortion over lines free from 
interference. 

On August 15, teletypewriter exchange (TWX) serv- 
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ice was established between the United States and Canada. 
TWX service is an offering whereby any of our customers 
having the service can send (by wire) a typed message to 
any other TWX customer. 

In February, our metropolitan Cincinnati directory, 
because of its quality and All Number listings, was selected 
for inclusion in a graphic arts exhibit to be shown through¬ 
out Europe. It was also included, with other United States 
telephone directories serving communities over 5,000 peo¬ 
ple, in an exhibit which will be shown in the Soviet Union 
during the spring of 1964. 

During the year we were faced with many emergency 
conditions, two of which were of unusual interest. At 
1:00 a.m. on Tuesday, March 5, a tree or other large 
object, floating down the flood-swollen Little Miami river 
ten miles east of Cincinnati, severed a 400 pair aerial cable. 
This cable furnished service for over 200 business and resi¬ 
dence customers in the Newtown, Ohio, area. By 3:00 a.m., 
a mobile (radio) telephone unit was stationed in the area 

A splicing crew prepares for the day’s work. Downtown Cincin¬ 
nati and a portion of its urban and industrial redevelopment 
area can be seen in the background. 
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Company vehicles, equipped with mobile radio telephones, fur¬ 
nish emergency telephone service for Cincinnati Children's 
Hospital. 


to furnish emergency service. This unit was released for 
other emergency service by the installation of a temporary 
cable at 11:00 a.m. In the meantime, a new, more secure 
cable route was planned and an emergency order for new 
cable placed. The latter arrived by truck from out of state 
and by working around the clock, our plant forces were 
able to complete, in record time, the construction of a 
nearly flood-proof design and to restore service to all cus¬ 
tomers before the flood waters subsided. 

On March 21, the cable serving Cincinnati’s 215 bed 
Children’s Hospital was accidentally damaged by work¬ 
men, from another company, digging in a nearby street. 
Within twenty minutes the first of five mobile telephone 
units arrived to reestablish communications service to the 
hospital on an emergency basis. Meanwhile operators in 
our central offices intercepted incoming calls and redirected 
them over mobile telephone channels. Complete telephone 
service was restored four and a half hours after the cable 
was cut. 
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Growth 


In our industry, planning facilities to furnish new serv¬ 
ices, when and where they are wanted, or the expansion of 
existing services requires years of careful preparation and 
forecasting. We must plan not only for a growing popula¬ 
tion, but also for more and wider usage of communication 
facilities by our business customers. More comprehensive 
and efficient use of communications has been a vital factor 
in the progress of American business. 

A new central office building in the Western Hills area 
of Cincinnati was placed in service, at a cost of $1.0 mil¬ 
lion. Nearly 4,400 telephones being served by the heavily 
loaded Price Hill, Sayler Park and Westwood Offices were 
transferred to the new office. The new office will provide 
for the telephone growth in the area for several years to 
come. 

The first telephone equipment installation in the new 
St. Bernard building was completed and placed in service 
in May, 1963. This was tandem switching equipment which 
is used to route calls throughout our system on a more 
economical basis than can be done by direct connections 
between central offices. The St. Bernard building and its 
telephone equipment represent an investment of $1.8 
million. 

As a metropolitan area grows, people who move into 
newly developed, outlying areas retain many interests and 
friends within the metropolitan area. In order to furnish 
the best, most desirable service, we expand the metropoli¬ 
tan calling area and generally reduce the number of tele¬ 
phones per line to meet the demand for improved tele¬ 
phone service in the outlying regions. 

During 1963 we improved service in the Dunlap, Mil¬ 
ford and Tobasco areas of Ohio. In the latter two com¬ 
munities we offered new services which would eliminate 
extra charges on calls to the Cincinnati metropolitan area. 
In the West Chester, Ohio area we extended the calling 
area to include Hamilton, Ohio or Cincinnati plus Ham¬ 
ilton at the customer’s option. Rates for telephone service 
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in these areas are generally higher than rates in the central 
area. 

A building addition was made at the Alexandria, 
Kentucky, office to accommodate the equipment required 
to furnish a better grade of service for that area. Construc¬ 
tion of a new central office building was begun at Even- 
dale, Ohio. This will house a new central office to serve a 
rapidly growing residential and industrial area and provide 
Centrex service for the General Electric Company and 
other large industries in the area. 


Organization 

Joseph J. Urban was elected Executive Vice President 
effective May 1, 1963. Mr. Urban has over twenty years of 
telephone experience within the Bell System. At the time 
of his election he was a Vice President of the New England 
Telephone and Telegraph Company. Previously he had 
experience with the Indiana Bell Telephone Company and 
the American Telephone and Telegraph Company. 

We were saddened early in November by the death of 
our Comptroller, James Harper, Jr., after an extended ill¬ 
ness. Albert T. Bonnick, Auditor of Receipts, was elected 
Comptroller on November 6, 1963. 


People 

We are very proud of the dedicated services performed 
throughout the year by our employees. We regularly re¬ 
ceive letters and other comments regarding extra or excep¬ 
tional services performed by our people. 

The training and development of the people who 
manage our business is a continuing program which is 
necessary to insure an aggressive and efficiently operated 
business. Our success is dependent upon the individual 
skills of our managers. It is the responsibility of the top 
management of the company, through a careful selection 
program, to find and develop those men and women. The 
final responsibility of the development of each individual 
manager depends to a great degree on his own ability to 
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This attractive Panel Phone was an addition to our line of 
telephones during the year. 
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develop himself. To stimulate such individual effort we 
do our best to provide challenging assignments and to 
offer special training opportunities, sometimes within the 
business and sometimes in outside educational centers. 

As a result of negotiations with the Communications 
Workers of America union, which represents our non¬ 
management employees, certain improvements were made 
in wages and working conditions for all employees. The 
changes were made in conformance with the company’s 
long standing policy of having wages and working con¬ 
ditions that compare favorably with those throughout our 
area. In addition to a general wage increase, substantial 
improvements were made in the pension, group life insur¬ 
ance and medical expense plans. 

The wage increases and other improvements amounted 
to $1.5 million per year. The ten general wage increases 
absorbed by the company since the last telephone rate 
increase in June, 1953, have totaled over $8.5 million. 

We paid $1.5 million into the Pension Trust Fund in 
1963. The Plan for Employees’ Pensions, Disability and 
Death Benefits was established in 1913. On December 31, 
1963 the total amount of the fund, accrued actuarially, 
stood at $24.5 million. The Fund, administered by the 
Bankers Trust Company of New York as trustee, is as¬ 
signed irrevocably to service pension purposes and is not 
part of the assets of the company. It is interesting to note 
that during the summer our 1000th employee retired on 
pension under the above plan, since its establishment fifty 
years ago. 

During 1963, forty-two of our employees were on 
leaves of absence while serving in the military services of 
our country. 

We will continue our policy of hiring and promoting 
persons without regard to race, creed, color or national 
origin. We have undertaken plans to assure continuing 
progress in carrying out this policy. We are careful to 
employ competent people and to promote those who have 
a record of high accomplishment that will insure the con¬ 
tinuation of high grade service to the telephone-using 
public. 
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Valor 

On April 2, 1963, Jerome F. Eisenman, installer re¬ 
pairman, came upon the scene of a burning house in 
Covington, Kentucky. Learning that there were children 
present on the second floor and seeing that the stairway 
was blocked by fire, he entered the house by climbing his 
ladder. At great personal danger to himself, he found a 
two year old girl whom he carried to safety. Both the child 
and Mr. Eisenman received serious burns. The girl’s four 
year old brother died in the blaze. 


President B. L. Kilgour, Jr., presents silver Vail medal to in¬ 
staller repairman Jerome F. Eisenman for heroic action. 







For this heroic action, Mr. Eisenman was awarded the 
Silver Vail Medal and one thousand dollars. These awards 
are made from a foundation established by the Bell System 
in 1920 to recognize the valorous acts of employees. This 
was the 18th Vail Medal awarded to our company em¬ 
ployees; previous awards were one silver and 16 bronze 
medals. 

Safety 

We continued to stress on-the-job safety throughout 
1963. During the year our employees were involved in three 
accidents which caused them to be absent from work for 
one or more days. This represents 0.38 lost time injuries 
per million man-hours worked and compares with 0.98 in 
the entire telephone industry and 6.19 for all industry. Off- 
duty lost-time accidents increased slightly above the 1962 
figure. Continued emphasis will be placed upon reduction 
of all types of accidents. 

A new Safety Assurance Plan, based upon the prin¬ 
ciple that "safety can be managed, that managers control 
safety”, was placed in operation. The Plan places the pri¬ 
mary responsibility on management to remain alert to 
unsafe conduct or conditions and to act effectively and 
promptly to prevent potential accidents. 

In May, the Hamilton (Ohio) Safety Council made 
four separate safety awards to the company for its excel¬ 
lent safety record during 1962. 

A continuing program of driver education and training 
was responsible for a further reduction in the number of 
motor vehicle accidents. During 1963, the Motor Vehicle 
Accident Investigating Committee judged that our drivers 
were totally or partially responsible for causing 77 motor 
vehicle accidents compared with 87 in 1962. Many of the 
accidents were of a minor nature. Even so, our people 
drove an average of 97,622 miles without an accident. 

A Member Of The Community 

The company and its employees continued their best 
efforts to meet their responsibilities to help our community 
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grow. We feel this is vitally important since the progress 
of the company is so closely tied to the economic growth 
in the area. 


The determined effort of local leaders to attract busi¬ 
ness to our area was given a considerable assist by the 
voters of Ohio in November when they approved a $250 
million bond issue to aid in the further development of 
higher public education in the state. We gave our support 
to the campaign in behalf of this bond issue by recom¬ 
mending that those of our employees who live in Ohio vote 
for it. Part of this bond issue will also be devoted to the 


Company managers receive careful training in public speaking 
techniques. Their services as speakers on communications 
topics are offered to interested groups throughout our area. 














Bell Laboratories scientist speaks to high school science stu¬ 
dents under company sponsorship. 

improvement of state parks and to conservation projects. 
The business, education and cultural climates in Ohio and 
Kentucky in general and in the Greater Cincinnati Metro¬ 
politan area in particular should lead to sound business 
growth in our area. 

A group of employees who are qualified to speak on 
various subjects closely related to our business was formed 
last year. All members were carefully coached in public 
speaking techniques and aided in the selection of topics. 
We have made our speakers available to any interested 
group. The group of speakers is a supplement to our pre- 
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viously established school science program in which we 
furnish speakers to elementary and high schools in our 
area. As a further aid to higher education, each year we 
make financial contributions to the five colleges and uni¬ 
versities located in our operating area. 

In January, the company sponsored a science seminar 
at the University of Cincinnati at which a Bell Labora¬ 
tories scientist made an address. More than 300 high 
school science students attended. This was part of our 
science aid program for secondary schools. 

We have a proportionate share in the sponsorship of 
Continental Classroom, the Bell System Science Series and 
the Bell Telephone Hour television programs. We main¬ 
tain films of the Science Series which we make available 
to any interested groups. 

Our career employee organization, Kilgour Chapter of 
Telephone Pioneers of America, continued their efforts in 
aid for the blind. Since 1960 this group has repaired 350 
“talking book” machines (high quality portable record 
players with simple controls) and 150 radio sets for the 
visually handicapped. Their newest project is the repro¬ 
duction of braille textbooks to be distributed by an asso¬ 
ciation for the blind in our territory. 

In November, 27 of our employees were elected to 
public offices in their communities. These along with others 
who are members of civic and service organizations help 
to demonstrate to community and business leaders our 
desire to carry out our civic responsibilities as good 
citizens. 

Once again, in the fall, our employees exhibited their 
concern for their less fortunate neighbors when they 
pledged a total of nearly $98,000, an average of $26.75 
each, to the 1964 United Appeal Fund. 


After Ninety Years Service 

On July 5, 1963 the company observed the 90th anni¬ 
versary of its founding. On July 5, 1873, a charter was 
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A glimpse into the past shows 
one of our switchboards as it 
appeared in 1892. On July 5, 
1963 we observed the 90th 
anniversary of our founding. 



granted for the incorporation of the City and Suburban 
Telegraph Association, immediate forerunner of this com¬ 
pany. The business was established three years before 
Alexander Graham Bell invented the telephone. 

As we study the company’s history, we see that it re¬ 
quired bold, but carefully planned action to bring the com¬ 
pany from its humble beginning—one simple telegraph line 
—to its present status as one of the area’s foremost in¬ 
dustries—a business in which over $200 million has been 
invested. 

Looking to the future we foresee that the same bold 
but carefully planned action will be required of our present 
and future managers. We operate in an area known as 
“The Dynamic Valley” because of its self-determination 
to develop and progress. The United States Budget Bureau 
announced in October that Metropolitan Cincinnati now 
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is the 16th most populous area in the United States—an 
appreciable advance from its previous 21st place standing. v 

* * * 

We should like to express our appreciation to our 
Share Owners for their continued support throughout the 
year. On December 31, 1963, the number of Share Owners 
stood at 13,885, nearly ten thousand of whom live within 
our operating area. 

Again we wish to thank our fine employees for their 
loyalty and devotion to duty during the year and to tender 
a word of gratitude to our customers for their continued 
cooperation and understanding. 

For the Board of Directors 
B. L. KILGOUR, JR. 

President 

February 3, 1964 
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THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY AND 
CITIZENS TELEPHONE COMPANY 


Consolidated 


ASSETS 


Dec. 31,1963 Dec. 31,1962 


TELEPHONE PLANT AND OTHER INVESTMENTS 


Telephone Plant (land, buildings and 



equipment)—at cost 

In Service. 

$207,072,000 

$192,817,000 

Under Construction . 

2,529,000 

4,089,000 

Held for Future Use. 

4,000 

98,000 


209,605,000 

197,004,000 

Less: Depreciation Reserve. 

55,269,000 

52,140,000 


154,336,000 

144,864,000 

Investment in Subsidiary not Consolidated . . 

692,000 

667,000 

Capital stock—at cost. $417,000 

Advances . 275,000 



Other Investments. 

377,000 

216,000 


155,405,000 

145,747,000 

CURRENT ASSETS 



Cash . 

1,721,000 

1,750,000 

Receivables—less reserve for uncollectibles 

7,858,000 

7,697,000 

Material and Supplies. 

624,000 

634,000 


10,203,000 

10,081,000 

PREPAYMENTS AND DEFERRED CHARGES 



Prepayments (principally directory 

expenses and insurance). 

503,000 

551,000 

Deferred Charges . 

153,000 

181,000 


656,000 

732,000 

TOTAL ASSETS . 

$166,264,000 

$156,560,000 
































Balance Sheets 


LIABILITIES 


Dec. 31,1963 


SHARE OWNERS’ EQUITY 

Common Stock—par value ($50 per share). . $ 70,640,000 

Authorized 2,000,000 shares; outstanding at 
December 31, 1963, 1,412,807 shares. 

Premium on Common Stock. 1,136,000 

Common Stock Installments by Employees. . . 2,086,000 

On 30,431 shares at December 31, 1963, 
refundable at employee option. Of the 
100,000 shares authorized in 1960 under 
the Plan, 38,369 have been issued. 

Retained Earnings (see page 27)..20,226,000 

~ 94,088,000 

FUNDED DEBT—DEBENTURES 

Thirty-five year 4 V 2 % due 1993 . 25,000,000 

Forty year Ay a % due 2002. 20,000,000 

45,000,000 

ADVANCES FROM AMERICAN TELEPHONE 

AND TELEGRAPH COMPANY. 3,100,00 0 

Temporary financing of plant additions. 

NOTES PAYABLE TO BANKS._ y 00,000 

Temporary financing of plant additions. 

CURRENT LIABILITIES 

Accounts Payable. 5,968,000 

Advance Billing and Customers’ Deposits. . . . 1,623,000 

Dividend Payable. 1,596,000 

Taxes Accrued . 9,177,000 

Interest Accrued. 681,000 

19,045,000 

DEFERRED CREDITS 

Unamortized Premium on Funded Debt—Net. 96,000 

Other (see note page 27). 2,835,000 

2,931,000 

TOTAL LIABILITIES . $166,264,000 


Dec. 31,1962 

$70,562,000 

1,076,000 

773,000 


18,278,000 

90,689,000 

25,000,000 

20 , 000,000 

45,000,000 


600,000 


5,853,000 

1,571,000 

1,595,000 

8,231,000 

650,000 

17,900,000 

100,000 

2,271,000 

2,371,000 

$156,560,000 
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THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY AND 
CITIZENS TELEPHONE COMPANY 


Consolidated 


Year 1963 


OPERATING REVENUES 


Local Service . $45,493,000 

Toll Service . 14,486,000 

Miscellaneous . 3,068,000 

Principally from directory advertising. 

Less: Provision for Uncollectibles. 219,000 

Total Operating Revenues. 62,828,000 


OPERATING EXPENSES 

Maintenance . 12,184,000 

Depreciation . 9,180,000 

Representing 4.8% of average investment in 
depreciable plant. 

Traffic . 4,675,000 

Principally wages of telephone operators. 

Marketing and Commercial. 4,877,000 

Sales expense, advertising, cost of direc¬ 
tories, and costs incurred in business rela¬ 
tions with customers. 

Accounting . 2,635,000 

Provision for Employees' Service Pensions . . 1,548,000 

Employees’ Sickness, Accident, Death and 

Other Benefits.. 768,000 

Services Received under License Contract . . . 593,000 

Other Operating Expenses. 2,894,000 

Less: Expenses Charged Construction. 958,000 

Total Operating Expenses. 38,396,000 

Net Operating Revenues. 24,432,000 


OPERATING TAXES 


Federal Income (see note page 27). 7,949,000 

State, Local and Social Security. 5,562,000 

Total Operating Taxes. 13,511,000 


Year 1962 


$43,257,000 

13,774,000 

3,011,000 

198,000 

59,844,000 


11,713,000 

8,590,000 

4,563,000 

4,666,000 


2,558,000 

1,602,000 

673,000 

563,000 

2,790,000 

1 , 001,000 

36,717,000 

23,127,000 


7,423,000 

5,211,000 

12,634,000 

$10,493,000 


Operating Income (carried forward). . . . $10,921,000 







































Income Statements 


Year 1963 Year 1962 


Operating Income (brought forward). . . $10,921,000 

OTHER INCOME. 239,000 

MISCELLANEOUS DEDUCTIONS FROM 

INCOME (see note below). 647,000 


$10,493,000 

232,000 

716,000 


Income before Interest Charges 


10,513,000 


10,009,000 


INTEREST CHARGES 

On Funded Debt 
Other . 

NET INCOME. 


1,996,000 1,483,000 

191,000 490,000 


$ 8,326,000 


$ 8,036,000 


Note: As directed by the Federal Communications Commission, provision for Federal income taxes 
has been reduced by $415,000 in 1963 and by $323,000 in 1962 for the investment credit authorized 
by the Revenue Act of 1962. An amount equal to the investment credit has been charged to Miscel¬ 
laneous Deductions from Income and included in Other Deferred Credits, as permitted by the Commis¬ 
sion on an interim basis, so that Net Income and earnings per share are unaffected. In the opinion 
of the Company, the investment credit should not reduce the provision for Federal income taxes and 
increase income in the year when the new plant giving rise to the credit is placed in service but should, 
at that time, be applied to reduce the cost of such plant, thereby reducing depreciation expense and 
increasing income over its productive life. The independent public accountants for the Company concur 
in this opinon and consider that it is in conformity with generally accepted accounting principles. 
On July 31, 1963, the Commission ruled that the investment credit should be accounted for as a reduc¬ 
tion in income taxes and flow through immediately to income. The Company has filed a petition for 
reconsideration of the Commission’s decision. Pending consideration of this petition, the Commission 
has granted the Company permission to continue to use the interim accounting described above. 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 



Year 1963 

Year 1962 

BALANCE AT BEGINNING OF YEAR. 

Net Income . 

_ $18,278,000 

8,326,000 

$16,600,000 

8,036,000 

Total. 


24,636,000 

Dividends . 

Miscellaneous Deductions. 

. 6,354,000 

24,000 

6,273,000 

85,000 

Total Deductions . 

6,378,000 

6,358,000 

BALANCE AT END OF YEAR. 

. $20,226,000 

$18,278,000 













































The financial statements which appear on pages 24 to 
27, inclusive, consolidate the accounts of The Cincinnati 
and Suburban Bell Telephone Company and Citizens 
Telephone Company. The latter company operates the 
Kentucky properties of The Cincinnati and Suburban Bell 
Telephone Company under a lease which provides that all 
net earnings of the lessee shall accrue to the lessor as rent. 

These companies maintain their accounts in accordance 
with the Uniform System of Accounts prescribed for tele¬ 
phone companies by the Federal Communications Com¬ 
mission. 

A. T. BONNICK 
Comptroller 


REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

The Cincinnati and Suburban Bell Telephone Company 
Cincinnati, Ohio 

We have examined the consolidated balance sheet of 
The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company as of December 31, 1963, 
and the related income statement and statement of retained 
earnings for the year then ended. Our examination was 
made in accordance with generally accepted auditing stand¬ 
ards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered 
necessary in the circumstances. We previously examined 
and reported upon the consolidated financial statements of 
the company for the year 1962. 

In our opinion, the financial statements (pages 24 to 28) 
present fairly the consolidated position of The Cincinnati 
and Suburban Bell Telephone Company and Citizens Tele¬ 
phone Company at December 31, 1963 and 1962, and the 
consolidated results of their operations for the years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis. 

Lybrand, Ross Bros. & Montgomery 

Cincinnati, Ohio 
February 3, 1964 





















